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MEMORANDUM
Uucp

TO: THE COMMIS S ION

/ ~
FROMM Utilitie s  Divis i? xT"

DATE : February 1, 2008

AME NDME NT - IN THE MATTER OF THE APPLICATION OF UNS GAS, INC. FOR
AP P ROVAL OF ITS  P ROP OS ED DEMAND~S [DE MANAGEMENT P ROGRAM
PORTFOLIO P LAN 2008-2012 (DOCKET no. G-04204A-07-0274)

On Ja nua ry 29, 2008, Commiss ion S ta ff ("S ta ff') tile d its  Me mora ndum a nd propos e d
orde r with re s pe ct to UNS  Ga s , Ino.'s  a pplica tion for a pprova l of its  propos e d de ma nd-s ide
management program portfolio plan. The Me mora ndum is  amended as  follows:

On P a ge  4, a bove  the  s e ction e ntitle d "Ince ntive s ," the  following la ngua ge  s hould be
inserted as a separate paragraph:

Staff recommends that CFLs be excluded as a measure for homes weatnerized as part of
the UNS Gas LIW program. t71is recommendation also includes names entered by
participating eommuniiy action agencies as part of the LIWprogram 's Emergency Home
Repair component. "

The  a bove  la ngua ge  should a lso be  inse rte d on P a ge  25, a t the  bottom of the  s e ction
lis ting S ta ff recommenda tions  specific to the  LIW program.

In addition, on Page  2, Paragraph 1, "$71,600" should be  changed to "$75,000."

Also attached is an amended Proposed Order incorporating the above changes.

EGJ  :J e rK:lhm\JMA

Origina tor: J ulie  McNe e ly-Kiwva n

Arf20na C0fD0ration Commission
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1

2 MIKE GLEAS ON
Cha irman

3 W ILLIAM A.  MUNDE LL
Commiss ione r

4 J EFF HATCH-MILLER
Commiss ione r

KRIS TEN K. MAYES
Commiss ione r

GARY P IERCE
Commiss ioner

B E F O R E  THE  AR IZO NA C O R P O R ATIG N C O MMIS S IO N

5

6

7

8 IN THE MATTER OF THE AP P LICATION
OF UNS  GAS , INC. FOR AP P ROVAL OF
ITS  P ROP OS ED DEMAND-S IDE
MANAGEMENT P ORTFOLIO FOR 2008-
2012

DOCKET no. G-04204A-07-0274

DECIS ION NO.

ORDER

9

1 0

1 1

1 2

1 3

1 4

Open Mee ting
February 12 and 13, 2008
P hoe nix, Arizona

1 5

16 FINDINGS  OF FACT

17 UNS  Ga s , Inc . ("UNS " or the  "Compa ny") is engaged in providing na tura l ga s

18 within portions  of Arizona , pursuant to authority granted by the  Arizona  Corpora tion Commiss ion.

19 2. On Ma y 4, 2007, UNS  Ga s  file d a n a pplica tion for a pprova l of its  De ma nd-_ide

20 Management P rogram Portfolio P lan ("P lan"). The  P lan includes  the  following four programs:

3. Low-Income Weatheriza tion

BY THE COMMIS S ION:

21

22 UNS  Ga s  propos e s  to  move  the  e xis ting Low-Income  We a the riza tion ("LIW")

23 program into its  DSM portfolio. The  Company a lso proposes  to increase  the  program budge t, and

24 offe r a n  e xpa nde d s e t of e ffic ie ncy we a the riza tion  me a s ure s  a nd s e rvice s  to  low-income

25

26

27

28

customers o

1.



Low Income  We a the nza tion $113,400

Efficle nt Home  He a tlng $300,000

Energy Smart Homes $420,000

Colnmercla l and Indus tria l $200,000
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Page 2 Docke t No. G-04204A-07-0274

1

2

3

5

Efficie nt Home  He a ting

Th e  p ro p o s e d  E ffic ie n t Ho me  He a tin g  ("E HH") P ro g ra m wo u ld  b e  n e wly

imple me nte d. Unde r the  progra m, ince ntive s  would be  provide d to re s ide ntia l a nd multi-fa mily

4 homeowners  to inves t in ene rgy-e fficient, gas-iiue led furnaces  with a  90 pe rcent or grea te r Annua l

Fue l Utiliza tion Efficie ncy ("AFUE") ra ting.

Energy Smart Homes6

7 The  propose d UNS  Ga s  Ene rgy S ma rt Home s  ("ES H") P rogra m would be  ne wly-

imple me nte d. Unde r the  progra m, ince ntive s  would be  provide d to builde rs  to promote  home s

9

8

10 Comme rcia l a nd Indus tria l Fa cilitie s  Ga s  Efficie ncy

Indus tria l Fa cilitie s11 The  propos e d Comme rcia l a nd G a s  E ffic ie n c y ("C&I")

12 P rogra m would be  ne wly imple me nte d. Unde r the  progra m, pre s criptive  ince ntive s  would be

provide d to owne rs  a nd ope ra tors  of non-re s ide ntia l fa cilitie s  for ins ta lla tion of e ne rgy-e fficie nt13

14 restaurant equipment, and heating and cooling systems.

The  tota l proposed budge t for the  UNS Gas  DSM Portfolio is  shown be low:15

16

17

18

19

20

21

22 More  de ta iled descriptions  of the  four UNS Gas  DSM programs  follow be low.

23 Low-Income Weatherization

24

25

26

27

28

Program Description

Goa ls . The  prima ry goa l of the  LIW P rogra m is  to fund we a the riza tion of low-

income  home s . We a the riza tion re duce s  e ne rgy cos ts  a nd improve s  comfort a nd sa fe ty for low-

income cus tomers . The  LIW Program would a lso conse rve  ene rgy, re sulting in a  reduction of both

e lectric and gas  consumption. Proposed changes  to the  current LIW Program include  an increase

4.

5.

6.

7.

8.

Decis ion No .
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1

2

3

4

5

6

7

in funding (from $75,000 to $ll3,400), a n e xpa nde d s e t of e fficie ncy me a s ure s  a nd tra cking to

establish and verify energy savings rea lized by the  program.

Elig ib ility. The  LIW P rogra m is  a va ila ble  to UNS  Ga s  re s ide ntia l cus tome rs  with

household incomes  le ss  than or equa l to 150 pe rcent of the  fede ra l poverty guide lines . (Currently,

150 pe rcent of the  fede ra l pove rty guide line s  would be  $15,315 for a  one -pe rson household and

$30,975 for a  four~person household). The  LIW program is  the  only UNS Gas  DSM program with

income requirements .

10.8

9

1 0

In the  UNS  Ga s  te n'itory, home s  e ligible  for the  LIW progra m cons is t prima rily of

olde r mobile  home s , a long with s ingle -fa mily home s  cons tructe d of s lump block a nd/or wood

frame  cons truction. Homes  a re  prioritized based on factors  tha t include  the  following:

1 1

1 2

No he a t in the  winte r, or no cooling in the  sunnie r,
Elde rly or minors  in the  household,
Physica l handicaps or illness , and
Number of people  in the  household.11 3

1 4 11.

1 5

1 6

1 7

Weatheriza tion Measures . Unde r the  LIW Program, wea the riza tion would be  done

in accordance  with the  Wea the riza tion Ass is tance  P rogram ("WAP"). WAP is  funded by the  U.S .

Depa rtment of Ene rgy and adminis te red by the  Arizona  Depa rtment of Commerce  Ene rgy Office

("AEO"). The  Maj or wea the riza tion measures  would gene ra lly fa ll into four ca tegorie s :

1 8

1 9

Duct re pa ir,
P ressure  management/infiltra tion control,
Attic insula tion, a nd
Repair or replacement of non-functiona l or hazardous appliances.20

21 1 2 .

22

23

24

25

26

With re spe ct to the  la s t ite m, ne ithe r ins ta lla tion nor re pa ir of e quipme nt would be

DSM measure s , because  these  would re sult in more  ene rgy use , not le ss . When non-functioning

e quipme nt is  re pa ire d or re pla ce d, S ta ff re comme nds  tha t DS M progra m funds  be  use d only to

cove r the  incrementa l cos t of ins ta lling high e fficiency, ra the r than s tanda rd, equipment. The  only

exception to this  would be  equipment ins ta lled or repa ired as  pa rt of a  hea lth and sa fe ty measure ,

as discussed below.

27

28 1 W AP  rule s  indica te  tha t "high e ne rgy cons um ing hous ing" is  a  priority, a nd e ne rgy cons um ption ris e s  a s  the  num be r of re s ide nts  in a  hom e
increases .

9.

Decis ion No .
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1 13. The  actua l measures  insta lled in a  specific home would be  based on an on-site  audit

2 and would be  required to meet WAP cost-effectiveness tests .

3 14. Additiona l Wea the riza tion Measures . In addition to the  above  ma jor wea the riza tion

4

5

6

7

8 15.

9

10

e fforts , a dditiona l me a sure s  ma y include  the  following lowe r-cos t ite ms : (i) compa ct fluore sce nt

la mps  ("CFLs") will be  ins ta lle d, if not a lre a dy in pla ce , (ii) wa te r he a te r bla nke ts  will be  ins ta lle d,

if appropria te  unde r hea lth and sa fe ty rule s , (iii) low-flow shower heads  and (iv) fauce t ae ra tors .2

(The  la s t two items  will be  ins ta lled, if cos t-e ffective  and if funding is  ava ilable .)

Hea lth and Safe ty Measures . Community action agencie s  a re  a llowed to use  up to

25 pe rcent of the  UNS Gas  funding for hea lth and sa fe ty measure s . Hea lth and sa fe ty measure s

a re  not cons ide red wea the riza tion, but may be  required in orde r to a llow e ffective  wea the riza tion

11 and to protect cus tomers . Examples  of the se  measures  include  work required to address  rotting

12

13

wood, mold or unsanita ry conditions , lack of ventila tion or potentia l tire  haza rds .

S ta ff ha s  re commended tha t, a lthough hea lth and sa fe ty measure s  a re  important,

14 DS M funding s hould be  utilize d whe ne ve r pos s ible  for we a the riza tion a ctivitie s  tha t cons e rve

16.

15

16

17

18

19

20

21

22

23

energy. In cases  where  a lte rna te  funding sources  a re  ava ilable , those  funds  should be  utilized for

any non-wea the riza tion activitie s  be fore  DSM funding is  tapped. In no event a re  hea lth and sa fe ty

cos ts  to e xce e d 25 pe rce nt of the  UNS  Ga s  LIW progra m budge t. LIW progra m DS M funding

used for any health and safety measure must be tracked against this 25 percent cap.

17. Eme rge ncy Home  Re pa ir. Community a ction a ge ncie s  pa rticipa ting in the  UNS

Ga s  we a the riza tion progra m will a ls o be  a s ke d to ins ta ll the  lowe r cos t me a s ure s  lis te d in (i)

th rough  (iv), unde r "Additiona l We a the riza tion  Me a s ure s ", in  home s  whe re  the y pe rform

emergency repa irs . (Agencie s  pe rform emergency repa irs  a s  pa rt of programs  such a s  the  Utility

Re pa ir, Re pla ce  a nd De pos it P rogra m ("URRD").) The  UNS  Ga s  LIW progra m would not fund

24 the  e me rge ncy re pa irs , but would provide  a dditiona l, a lte rna tive , funding for ins ta lla tion of the

lower-cost energy e fficiency measures .25

26

27

28 2 Faucet aerators provide energy and water savings, and limit wastewater.

De cis ion No.
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1 18. The  ave rage  cos t for ins ta lling a ll four measures  is  e s tima ted a t approxima te ly $40

2 pe r home . If a ll home s  from both the  ma in we a the riza tion progra m a nd the  e me rge ncy home

re pa ir compone nt re ce ive d the s e  ins ta lla tions  the  e s tima te d cos t would be  2.8 pe rce nt of the

4 proposed average funding.3

S ta ff recommends  tha t CFLs  be  excluded a s  a  measure  for homes  wea the rizes  a s

3

5 19.

6 pa rt o f the  UNS  Ga s  LIW progra m, This  re comme nda tion a ls o include s  home s  e nte re d by

7

8

pa rticipa ting community a ction a ge ncie s  a s  pa rt of the  LIW progra m's  Eme rge ncy Home  Re pa ir

component.

9 20.

11

12

Ince ntive s . The  UNS Ga s  LIW progra m would provide  funding of up to $2,000 pe r

10 house  for ins ta lla tion of we a the riza tion a nd he a lth/sa fe ty me a sure s . (Age ncie s  ma y re que s t a

waiver of this  cap on a  case-by-case  basis .4) While  the  program portfolio re fe rs  to these  payments

a s  "ince ntive s ," the s e  pa yme nts  re pre s e nt re imburs e me nts  to community a ction a ge ncie s  for

comple ted wea theriza tion work done  on low-income homes.13

14 21.

15

De live rv S tra te gy

P ro mo tio n  a n d  d e live ry o f th e  LIW P ro g ra m wo u ld  b e  o u ts o u rce d  to  fo u r

16

17

18

Community Action Agencies  ("agencies") tha t se rve  UNS GAS se rvice  te rritorie s . Those  agencies

include : Northe rn Arizona  Council of Gove rnme nt ("NACOG"), Coconino County Community

S e rvice s  ("CCCS "), We s te rn Arizona  Council of Gove rnme nts  ("WACOG"), a nd S outhe a s te rn

19 Arizona  Community Action  P rog ra m ("S EACAP "). The  four a ge ncie s  would  de te rmine

21

22

20 pa rticipa nt e ligibility a nd priority, in a ddition to comple ting a ll work. P rogra m a dminis tra tion,

ma rke ting, pla nning, coordina tion, la bor, ma te ria ls , e quipme nt a nd e nte ring re sults  into tra cking

sotlware  would a lso be  provided by the  four agencies .

The  a ge ncie s  would  be  a llowe d to  us e  UNS  Ga s  funding  for we a the riza tion

24 measures  up to the  maximum a llowance  of $2,000 per home (unless  a  wa iver is  granted). Funding

from UNS Ga s  will be  limite d to ins ta lla tion of me a sure s  which me e t the  cos t-e ffe ctive ne ss  te s ts

23 22.

25

26 and priority outlined in the  WAP rule s .

27

28
With a 3% annual increase, the average budget for the LIW over Eve years would be $120,-411 .

4 An example of the type of situation where a waiver may be requested is when the HVAC system needs to be replaced and the home also requires
major weatherization.

Decis ion No .
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1 23.

2

Ma rke ting

The  LIW Program would be  marke ted through:

3

4

UNS Gas employees ,
Re fe rra ls  from the  loca l De pa rtme nt of Economic Se curity ("DES"),
Health care  service  agencies , and individual caseworkers , and
The  UNS Gas website .5

6 24.

7

8

9

Agencies  a re  a llowed to use  some UNS Gas funding for marke ting. Some agencies

have  indica ted tha t additiona l marke ting may increase  the  current 18-24 month backlog of homes

wa iting for wea the riza tion. The  Company indica te s  tha t, due  to the  hous ing downturn, the re  is  no

longe r a  shortage  of skilled worke rs  for wea the riza tion work in the  UNS a rea , and tha t the  current

10

11

backlog is  due  to lack of funding.

25. UNS  Ga s  should cons ide r shifting a ny unuse d funding from othe r UNS  Ga s  DS M

12 programs into LAW, if feas ible .

13 26. Program Budge t

1 4

15 a s  fo llows : (1 ) NACOG

LIW funding will be  dis tributed among the  pa rticipa ting community action agencie s

15 pe rcent, (3) WACOG --- 25 pe rcent, and

16

55 pe rcent, (2) CCCS .--

SEACAP ...- 5 pe rcent. Currently, approximate ly 10 pe rcent of LIW funding goes  to adminis tra tive

17

18

19

20 27.

21

22

23

overhead for the  pa rticipa ting agencies , and UNS Gas  anticipa tes  a  s imila r leve l of funding for the

proposed enhanced program. The  va rying amounts  dis tributed to the  above  agencie s  a re  ba sed,

approximate ly, on the  geographic dis tribution of UNS Gas customers .

The  ta ble  be low provide s  the  e xpe cte d a nnua l budge ts  for the  LIW progra m from

2008 through 2012. For its  2008 LIW P rogra m, UNS  Ga s  is  propos ing to incre a s e  a va ila ble

funding from $71,500 to $113,400. UNS Gas  has  a lso a llowed for a  3 pe rcent annua l increase  to

compensa te  for infla tion.

24

25

26

27

28

De cis ion No.
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2084 2011
"

...2012

Tota l Budget $113,400 $116,802 $120,306 $123,915 $127,633

Incentives $96,621 $99,520 $102,506 $105,581 $108,748
Admmistra tlve, Rebate Process ing
and InspectIon, and Eva lua tlon,
Monltormg a nd Verlfica tion
( EM&v ) Cos ts 5 $13,779 $14,282 $14 800 $15,334 $15,885

Support Activlty La bor (AEO) $3,000 $3,000 $3,000 $3,000 $3,000

P a g e  7 Docke t No. G-04204A-07-0_74

2008 -- 2012 Propos ed LIW Program Budge t

28. For 2008, if the  pe r-home  ma ximum of $2,000 is  spe nt, the  a ve ra ge  tota l cos t to

8 we a the rize  e a ch home  would be  a pproxima te ly $2,268 ($113,400 50). This  a mount would

9

1 0

11

include  progra m cos ts , funding to re imburs e  a ge ncie s  for we a the riza tion work a nd the  cos t of

eva lua tion, monitoring and ve rifica tion. If le ss  than the  $2,000 maximum is  spent, on a  pe r home

average , the  number of homes wea the rizes  would increase , and the  pe r-home tota l cos t would be

1 2 lowe r

1 3 29. The  2008 De ta ile d P rogra m Budge t, be low, provide s  a dditiona l de ta ils  on LIVV

14 program budge t a lloca tions  within the  various  ca tegories

1 5

1 6

1 7

1 9

20

22

24

27
This  ca te gory combine s  the  Adminis tra tive , EM&V a nd Re ba te  P roce s s ing a nd Ins pe ction ca te gorie s  from the  more  de ta ile d budge t, be low

For example , if 98 homes  we re  wea the rize s  (s ee  the  Program Pa rticipa tion s ection), the  pe r-home  ave rage  tota l cos t would be  $1 ,157. This  figure
include s  a dminis tra tion, outs ide  s upport (from AEO) a nd E M&V cos ts , in addition to direct wea the riza tion cos ts

De cis ion No



Managerial & C1erica17 $5,897

Travel & Direct Expenses $0

Overheads $590

Total Adm inistrative and0&M
Costs

$6,487

Interna l Ma rketing Expens e $0

Subcontracted Marketing Expense $0

TotalMarketing Cost" $0
. . . 11

Fm a n c la l In c e n t iv e s $96,621

Rebate Processing & Inspection $2,756

Total amount received by
community action agencies for
implementation/iliebate
Processing" $99,377
Support Activity Labor (Arizona
Energy Offlcel"

$3,000

Total Training Cost $3,000

EM&V Research Activity $4,082

EM&V Overhead $454

Total EM& V Cost" $4,536

TOTAL PROGRAM BUDGET $113,400

P a g e  8 Docket  No.  G-04204A-07-0_74

1 2008 Proposed Detailed LIW Program Budget

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

1 4
30. Program Participation

15

16

17

18

19

20

Th ir ty-seven  h omes wer e wea th er izes un der  th e exist in g pr ogr am in  2006. Dur ing that

year ,  par ticipating community action agencies spent $37,355 out of a budget of $71,500," meaning

that  an  average of $1,009 was spen t  to weather ize each  home.  With  $99,377 budgeted for  di r ect

implemen ta t ion  and r eba te processing/ in spect ion ,  UNS Gas projects tha t  50 low-income homes

will  be weather izes under  the LIW program in  2008,  if the $2,000 maximum per  house is spent.  If

weather izat ion  spending continues at  approximately $1,009 per  home,  UNS Gas est imates that  98

homes would be weather izes in  2008, with  the increased budget.
2 1

22

23

24

25

26

27

7 The Managerial and Clerical category includes  des ign and development, program planning, program and project management and clerical
requirement.
s  This  is  zero because travel associated with weatherization would not be reimbursed separately, but as  part of a completed project. Direct Expenses ,
which are costs  related to attending conferences, would not be reimbursed by UNS Gas.
9 Office equipment, general adminis trative labor, office supplies , reproduction, labor for internal and subcontractor regulatory reporting.
10 Marketing is zero because some agencies have indicated that marketing the LIW program would create more backlog than currently exis ts . (See
page 4, under "Marketing.")
"Refers  to the amount paid to community action agencies  for work related to weatherization and health/safety measures .
12 The participating community action agencies  are allowed to retain l0% of this  total amount for adminis trative overhead.
3 AEO provides  training/education for crews on building science and data collection,

14 Reserved for work completed by the Arizona Energy Office on measurement and evaluation.
15 The $71,500 represents  the amount available to the community action agencies  in 2006. The participating agencies  have assured UNS Gas that
their inability to utilize the entire LIW budget in 2006 was  due to temporary s taffing and contractor shortages . UNS Gas  has  also been assured by
the agencies  that, in the future, they will be able to spend the entire weatherization budget, even taking into account the proposed increase. The
Company has noted that the agencies are on track for spending the entire current budget in 2007.

28

Decision No .
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50 home s 21,842,600 P ounds

P a ge  9 Docket No. G-04204A-07-0274

1 31. Cost-Effectiveness

2

3

5

6

Sta ff ca lcula te d the  be ne fit-cos t ra tio of the  LIW progra m a t 0.97, ta king into a ccount the

the n s a vings  tha t would cons titute  mos t of the  e ne rgy s a ve d through we a the riza tion. Although

4 this  number is  s lightly be low the  cost-e ffectiveness  threshold, the  program can be  considered cost-

e ffe ctive  once  the  proje cte d e nvironme nta l s a vings  (which a re  not mone tize d, but which a re

greater than zero) and the  e lectric savings are  a lso taken into account.

S ta ff e s tima te s  cos t-e ffectiveness  us ing the  Socie ta l Cos t Tes t. The  Socie ta l Cos t7 32.

8

9

10

11

12

13

Tes t compares  the  incrementa l measure  and program cos ts  aga ins t avoided utility cos ts  (such a s

therm savings  over the  life  of the  measure  and avoided capacity costs) and avoided environmenta l

impa cts . Unde r the  S ocie ta l Cos t Te s t, a  progra m's  incre me nta l be ne fits  to socie ty mus t e xce e d

the  incre me nta l cos t of ha ving the  progra m in pla ce , in orde r for the  progra m to be  cons ide re d

cos t-e ffective . In the  ca se  of the  LIW program, the  projected cos t of hea lth and sa fe ty measure s ,

e s tima te d a t 12 pe rce nt of the  tota l LIVV budge t, would be  e xclude d from the  cos t-e ffe ctive ne ss

14 ca lcula tion.

15 33.

16

17

18

The  prob ected CON savings from the  LIW program are  provided in the  table  be low.

This  number repre sents  an e s tima te  of the  life time  CON savings  from the  homes  projected to be

we a the rize s  ove r the  five -ye a r cours e  of the  LIW progra m. This  e s tima te  ma y be  cons e rva tive

because  if more  than 50 homes  a re  wea the rize s  pe r yea r, ca rbon dioxide  savings  a re  like ly to be

19 highe r.

20 LIW Projected Environmental Benefits, 2008 .-. 2012

21

22 34. Es tima te d Cos t P e r The rm Saved

23

25

If 50 homes  pe r yea r a re  wea the rizes  (for 250 tota l), S ta ffs  ana lys is  indica te s  tha t the  LIW

24 progra m would s a ve  1,765,000 te rms  ove r the  life time  of the  me a s ure s  ins ta lle d from 2008

through 2012. The  cos t pe r the rm s a ve d would be  a pproxima te ly $0.34. If 98  home s  we re

we a the rize s  a nnua lly, a t the  s a me  le ve l of the rm s a vings  pe r home , a pproxima te ly 3,459,400

te rms  would be  saved from measures  ins ta lled during 2008-2012, a t an e s tima ted cos t pe r then

26

27

28 savedof $0.17.
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High Efficiency Furnaces Minimum AFUE of 90% $244

Packaged A1r
Conditlone rs  wlth  High
efficiency Furnaces

90% AFUE or be tte r
furna ce  wlth  CEE Tie r 1
or 2 AC ra ting $254

independent ra ting*Cons ortium for Ene rgy Efficie ncy ( CEE ) is  a n
agency
** Incentives  va ry depending on unit hea ting capacity and e fficiency

P a ge  10 Docke t No. G-04204A-07-0274

1 35.

2

3 36.

4

Monitoring a nd Eva lua tion

See  "Monitoring and Eva lua tion: A11 Programs."

Reporting Requirements

See  "Reporting Requirements : All P rograms ."

5 Effic ie n t Home  He a ting

6 37.

7

8

9

Program Description

Goa ls . The  EHH Program would promote  the  purchase  and ins ta lla tion of Ene rgy

reduce  cus tomer energy bills , provide  equa l or be tte r comfort conditions , conse rve  energy and a re

10 bene ficia l to the  environment. Pa rticipa tion ta rge ts  a re  2,854 for high-e fficiency furnaces  and 684

for packaged systems with 90 percent AFUE iiurnaces over five  years .

38. Elig ib ility. UNS Ga s  re s ide ntia l cus tome rs  with e xis ting home s  in the  Compa ny's

11

13 a re a  a re  e lig ib le  to  pa rticipa te  in  th is  progra m. The re  a re  no  income  re s trictions  limiting

14 pa rticipa tion in the  EHH Program.

39.15 Measures .

16 s ta nda rd of 90 pe rce nt AFUE. Furna ce s  ins ta lle d without this  progra m would typica lly be  80

pe rcent e fficient.17

18 40. Incentives . Ince ntive s  for the  purcha s e  of qua lifying high-e fficie ncy e quipme nt

Ince ntive s  pe r me a s ure  a nd qua lifying crite ria  a re19 would be  pa id  dire ctly to  home owne rs .

20 indica ted in the  table  be low.

21 Proposed EHH Incentives Schedule

22

23

24

25

26

27

28

12

De cis ion No.
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2 promotion a nd to offse t the  contra ctors ' cos ts .

The  Compa ny a ls o propos e s  to pa y a  $25 ince ntive  to contra ctors  for progra m

With a ve ra ge  a nnua l pa rticipa tion of 708 units

3

4

5

6

42

9

10

1 1

1 2

1 3

(ove r five  ye a rs ),  the  to ta l a moun t in  ince n tive s  pa id  to  con tra c to rs  pe r ye a r s hou ld  be

a pproxima te ly $17,700. The  $25 pa yme nt is  inte nde d to e ncoura ge  contra ctors  to: (i) promote

high-e fficie ncy furna ce s , (ii) offs e t the  cos t of complying with de ta ile d re porting re quire me nts

and (iii) he lp cove r the  cos t of proce ss ing applica tions  and re turning applica tions  and invoice s  to

7 UNS Gas for rebate  payments

S ta ff re comme nds  tha t the  $25 ince ntive  to contra ctors  be  re vie we d by UNS  Ga s

bia nnua lly, a long with  the  o the r progra m ince ntive s , to  de te nnine  whe the r the  ince ntive  is

necessa ry to mainta in program participa tion

43. De live rv S tra te gy

The  EHH progra m will be  a dminis te re d  jo in tly by a  qua lifie d  imple me nta tion

contra ctor ("IC"), s ought through a  compe titive  bidding proce s s , a nd a n in-hous e  P rogra m

14 Manager

44.1 5

1 6

1 7

UNS  Ga s  will provide  ove ra ll progra m ma na ge me nt, pla nning a nd coordina tion of

cus tome r a nd contra ctor pa rticipa tion. The  IC will ve rify e quipme nt e fficie ncy, proce s s  re ba te s

provide  marke ting, tracking and technica l support and eva lua tion

Ke y pa rtne ring re la tionships  will include

Hea ting tra ining profess iona ls
Heating contractors  tra ined in program procedures , and
The  Arizona  Energy Office  to provide  tra ining, educa tion and awareness

46. For more  informa tion  on  imple me nta tion  contra ctors , including the  s e le ction

23 process , please  see  "Implementa tion Contractors : EHH, ESH and C&I Programs

47. Ma rke ting

UNS  Ga s  ma rke ting  of the  EHH progra m would  inform cus tome rs  tha t h igh

efficiency hea ting sys tems he lp to reduce  energy bills , provide  equa l or be tte r comfort, and benefit

the  environment. Cus tomer awareness  of the  program and its  bene fits  will be  increased us ing the

following me thods

De cis ion No
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Tota l budget $300,000 $309,000 $318,270 3327,818 $337,653

Incentlves $163,800 $173,905 $179,122 $190,003 $201,376

Program Costs16 $136,200 $135,095 $139,148 $137,815 $136,277

Incentives as / of budget 54.6/ 56.3/ 56.3/ 58.0/ 59.6/

P a g e  1 2 Docke t No. G-04204A-07-0274

1 • P romotions  on the  UNS  Ga s  we bs ite  a bout the  be ne fits  of purcha s ing high-
e fficiency hea ting equipment,

2

3
• Media  advertis ing to ra ise  awareness  of the  program,

4 • Information through the  UNS Gas  cus tomer ca re  cente r,

5 Educa tiona l brochure s  a nd promotiona l ma te ria ls  to promote  the  be ne fits  of
high-e fficiency hea ting equipment, and

6

7 Re s ponding to cus tome r inquirie s  a bout the  progra m a nd whe re  to purcha s e
qua lifying equipment.

8

9 48.

1 0

11

1 2

Program Budget

The  ta ble  be low provide s  the  e xpe cte d a nnua l budge ts  for the  EHH P rogra m from 2008

through 2012. The  average  annua l budge t is  $318,548. For each program year, over 50 percent of

the  funds  a re  a lloca te d a s  fina ncia l ince ntive s  to cus tome rs , while  the  re ma ining funds  would be

used to cover program costs , The  de ta ils  of the  proposed 2008 budget a re  shown below.1 3

1 4
2008 -- 2012 Proposed EHH Program Budget

1 5

1 6

1 7 49. For 2008, the  tota l cos t for e a ch me a sure  ins ta lle d would be  a pproxima te ly $450

1 8 ($300,000

1 9

666). This  a mount include s  progra m cos ts , ince ntive s  (ince ntive s  a ve ra ge  8244 for

furnaces  and $254 for packaged sys tems), and the  cos t of eva lua tion, monitoring and ve rifica tion.

20 The  2008  De ta ile d  P rogra m Budge t p rovide s  a dd itiona l de ta ils  on  EHH progra m budge t

2 1 a lloca tions  within the  various  ca tegories .

22

23

24

25

26

27

28 is This category combines administrative, marketing, EM&V and implementation costs (excluding incentives) from the more detailed budget,
below.

Decis ion No .



Ma na geria l & Clerica l $43,200

Travel & Direct Expenses $6,480

Overhead $4,320

Total Administrative Cost
Allocation

$54,008

Interna l Ma rketing Expens e $18,000

Subcontracted Marketing Expense $18,000

Total Marketing Allocation $36,080
Financia l Incentives $163,800

Total Incentives" $163,800
S upport Activity La bor" $7,800

Hardware & Materia ls  D $3,900

Rebate Process ing & Inspection $19,500
Implementation Alioeation
(excluding incentives)

$31,200

EM&V Ac tivity $14,250

EM&V Overhead $750

Total EM&V Cost Allocation $15,000

TOTAL PROGRAM BUDGET $300,000

Year 2008 2009 2010 2618 2012
Number of Expected PaMclpatmg
Units 666 686 707 728 750

P a g e  1 3 Docket No. G-04204A-07-0274

1 2008 Detailed Proposed EHH Program Budget x7

2

3

4

5

6

7

8

9

1 0

11

1 2

13 50. Program Participation

1 4 UNS Gas expects that,  on average,  708 units would participate in the EHH program

1 5 annually. This represents a  program par t icipat ion ra te of approximately ll percent  of the

16 proje c te d  s ys te m  cha nge -outs  pe r ye a r in  the  UNS  Ga s  s e rvice  te rritory.  Tota l a nnua l e xpe c te d

1 7 participation is shown below.

1 8 Efficient Home Heating Program Annual Participation

1 9

20

2 1 51. Cost-Effectiveness

22 Staff has calculated the benefit-cost ratios at 1.46 for the furnace measure and 1.1 for the

23 packaged air conditioner with high-efficiency furnace.

2 4

25

26

27

28

17 For details regarding some of the budget categories, please also see the footnotes on page 7.
is This amount covers only incentives paid to consumers. The $25 incentives paid to contractors for promoting high-efficiency are considered part
of marketing and are included in the "Subcontracted Marketing Expense" category,
'Covers the cost of collecting applications and invoices, and verifying that equipment efficiency standards meet program requirements.
20 This category includes communications equipment, computer and office supplies.

Decision No .
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1 52.

3

4 53.

S ta ff de te rmine s  cos t-e ffe c tive ne s s  us ing the  S ocie ta l Cos t Te s t. F o r th e  E HH

2 progra m, both progra m me a s ure s  a re  cos t~e ffe ctive  be fore  ta king into a ccount e nvironme nta l a nd

e le ctric s a vings .

The  prob a cte d CON s a vings  from the  EHH progra m a re  provide d in the  ta ble  be low.

This  numbe r re pre s e nts  the  e s tima te d life time  CON s a vings  from a ll the  me a s ure s  proje c te d for

6 ins ta lla tion ove r the  five -ye a r cours e  of the  EHH progra m.

5

7 EHH Projected Environmental Benefits, 2008 - 2012

8

9 54. Estimated Cost Per Theme Saved

10

11

12

13

S ta ff" s  a na lys is  ind ica te s  tha t the  EHH progra m would  s a ve  a pproxima te ly

7,029,788 te rns  ove r the  life time  of the  me a s ure s  ins ta lle d from 2008 through 2012. S ta ff

estimates the cost per therm saved at approximately $6.23 .

Monitoring a nd Eva lua tion55.

14 Customer contacts  and site  vis its  will be  conducted on a  sample  basis  to de termine:

15

16

17

Size  and e fficiency of actua l equipment ins ta lled,
S ize , condition and configura tion of the  home,
Whether the  equipment was s ized and insta lled correctly, and
The  energy consumption before  and a fte r ins ta lla tion.

18 77

19 56.

20

For more  de ta ils  see , a lso, "Monitoring and Eva lua tion: All P rograms .

Reporting Requirements

See  "Reporting Requirements : All P rograms ."

21 Residential New Construction (Energv Smart Homes)

22 57.

23 Goals .

P rogram Description

The  Re s ide ntia l Ne w Cons truction progra m, ma rke te d a s  Ene rgy S ma rt Home s

24

25

26

27

28

("ES H"), would s timula te  the  cons truction of e ne rgy-e fticie nt home s , promote  the  ins ta lla tion of

high-e fficiency equipment, he lp reduce  peak demand and he lp reduce  overa ll energy consumption

of both gas  and e lectricity in new homes . The  program would a lso a ss is t UNS Gas  in mee ting the

energy demands  of Mohave  County, where  the  Company anticipa tes  high leve ls  of growth due  to

the  building of the  Hoover Dam bypass .

De cis ion No.
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performance  standards including testing and
inspection protocol $400 per home

P a ge  15 Docke t No. G-04204A-07-0274

1 58.

2

3

4

5

6

7

8

9

1 0

1 1

1 2

1 3

The ESH program would emphasize  the  whole-house  approach to improving hea lth,

s a fe ty, comfort, dura bility a nd e ne rgy e fficie ncy, a nd would promote  cons truction of home s

me e ting the  2006 Environme nta l P rote ction Age ncy/De pa rtme nt of Ene rgy ("EPA/DOE") Ene rgy

P rogra m s a vings  would  be  a ch ie ve d  th rough  a

combina tion of building e nve lope  upgra de s , high pe rforma nce  Windows , controlle d a ir filtra tion,

and upgraded water heating equipment.

59. Elig ib ility. Builde rs  of individua lly me te red newly-cons tructed homes  rece iving gas

s e rvice  from UNS  Ga s  a re  e ligible  to pa rticipa te  in the  progra m. Eligible  home s  include  home

developments, townhouses, and condominiums.

60. Incentives . The  ESH Program would provide  incentive s  to home  builde rs  for e ach

qua lifying ne w home . The  ta ble  be low provide s  the  builde r ince ntive  for me e ting Ene rgy S ma rt

Homes performance standards.

1 4 Energy Smart Homes  P rogram Incentive

1 5

1 6

1 7

1 8

19

20

2 1

22

61.

$1,091.21 This  figure  include s  the  cos t of e ne rgy-e fficie nt furna ce s  a nd improve me nts  to the

the rma l e nve lope , such a s  be tte r insula tion a nd upgra de d Windows . The  builde r would a lso be

De live rv S tra te gy62.

23 The  ESH program will be  implemented by employing the  se rvice s  of a  qua lified IC

24

25

sought through a  compe titive  bidding proce s s . The  IC will be  re spons ible  for e nrolling builde rs ,

fa cilita ting re cruitme nt for Ne tRe s ide ntia l Ene rgy S e rvice

26

a nd profe s s iona l de ve lopme nt

27

28
21 In gene ra l, the  incrementa l cos t of building s ma lle r town homes  and condominiums  to Ene rgy S ta r s tanda rds  would be  lower.

Decis ion No .
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1 63.

3

5

7

2 progra m bra nding a nd ce rtifica tion s ta nda rds , (2) building s cie nce  tra ine rs , (3) te s ting a nd

inspe ction contra ctors  a pprove d by RESNET for third pa rty pe rforma nce  ve rifica tion a nd e ne rgy

4 ra tings , (4) the  Arizona  Energy Office  for support in a ll a reas , and (5) loca l code  officia ls .

64. The  IC a nd UNS  Ga s  re pre s e nta tive s  will de ve lop ke y tra de  a lly re la tions hips

6 including: (l) builde rs , (2) e ne rgy e xpe rts  a ble  to provide  de s ign a s s is ta nce  a nd building e ne rgy

s imula tion mode ling, (3) HVAC contra ctors  for s izing, ins ta lla tion a nd s ta rt-up ofHVAC systems,

(4) framing contractors  for framing and blocking de ta il to enhance  insula tion pe rformance , and (5)8

10

9 ins ula tion contra ctors  for ins ula tion ins ta lle d a ccording to s pe cifica tions .

F o r  m o re  in fo rm a t io n  o n  IC e ,  in c lu d in g  th e65. s e le c tion  p roc e s s ,  p le a s e  s e e

11 "Imple me nta tion Contra ctors : EHH, ES H a nd C841 P rogra ms .
77

12 66. Ma rke ting

13

14

Marke ting and promotion to homebuye rs  and builde rs  within the  UNS Gas  te rritory

will be  accomplished through the  following means ;

15

16

17

Adve rtis e me nts  a nd a rticle s  publis he d in builde r tra de  a nd home buye rs  publica tions ,
P oint-of-s a le  ma te ria ls ,
The  UNS  Ga s  we bs ite ,
UNS  Ga s  builde r tra ining e ve nts , a nd
Brochure s  a nd bill s tuffe rs .

18

19 67.

20

21

22

23

24

P rogra m Budge t

The  ta ble  be low provide s  the  e xpe cte d a nnua l budge ts  for the  ES H P rogra m from

2008 through 2012. It is  a ntic ipa te d  tha t the  na ture  of the  cons truc tion ma rke t in  the  UNS  Ga s

s e rvic e  te rrito ry a nd  the  a bs e nc e  o f pa s t e ne rgy e ffic ie nc y in itia tive s  wou ld  re s u lt in  h ighe r

ma rke ting a nd a dminis tra tive  cos ts . The  a ve ra ge  a nnua l budge t is  a pproxima te ly $446,000. Ove r

the  life  of the  progra m, on a ve ra ge , 49 pe rce nt of the  funds  a re  a lloca te d a s  fina ncia l ince ntive s  to

25 cus tome rs .

26

27

28

De cis ion No.



Year 2008 £2009 2010 201i 2012

Tota l budge t $420,000 $432,600 $445,578 $458,945 $472,714

Incentives $161,312 $195,624 $219,280 $265,144 $249,264
IQ

ZP ro a m Cos ts $258,688 $236,976 $226,298 $193,801 $223,450

Incentives as 0 0
of budget 38% 4500 49° o 5800 53%

$62,748
$3,780
$9,072

$75,698

$42,000
$42,000
$84,000

$161,312
$161,312
$36,540
$33,568
$12,180

$82,288

Managerial & Clerical
Travel & Direct Expenses24
Overhead
Total Administrative and O&M
Cost Allocation
Internal Marketing Expense
Subcontracted Marketing Expense
Total iYiarketing Allocation
Financial Incentives
Tata! Incentives
Support Activity Labor 5
Hardware & Materials 6
Rebate Processing & Inspection
Implementation Allocation
(excluding incentives)
EM&V Research Activity
EM&V Overhead

$15,120
$1,680

$16,800TotalEM&V Cost Allocation
$420,000TOTALPROGRAM /BUDGET

P a ge  17 Docke t No .  G -042044-07-0274

1 2008 - 2012 Proposed ESH Program Budget

2

3

4

5

6 68. For 2008, the  a ve ra ge  cos t for e a ch home  built to Ene rgy S ta r s ta nda rds  unde r this

7 progra m would be  a pproxima te ly $1,042 ($420,000 + 403). This  a mount include s  the  builde r

8 ince ntive , progra m  cos ts  a nd e va lua tion, m onitoring a nd ve rifica tion. The  2008 De ta ile d P rogra m

9 Budge t provide s  a dditiona l de ta ils  on budge t a lloca tions  within the  va rious  ca te gorie s .

10 2008 Detailed Propos ed ESH Program Budget zz

11

12

13

14

15

16

17

18

19

20

2 1

22 69. P rogra m  P a rtic ipa tion

23 UNS Ga s  s ta te s  tha t 200,000 ne w home s  a re  pla mle d in Moha ve  County during the  ne xt

24 20-30  ye a rs ,  with  e xpa ns ion  prim a rily due  to  the  p la nne d  2010  com ple tion  of the  Hoove r Da rn

25

26

27

28

zz This category includes Administrative, Marketing, Implementation (excluding incentives) and EM&V.
23 For details regarding some of the budget categories, please see the footnotes on page 7.
24 This category includes REMRATE software/licenses to evaluate projects, travel within UNS Gas territory, and travel and conference attendance
necessary for keeping UNS Gas employees administering this program updated on energy-efficient building standards.
25 Labor by the IC to implement the ESH program. The IC must be in consistent contact to educate builders on the program requirements.
Zs This category includes the cost of building science training sessions given to builders by industry experts. Expert trainers charge up to $3,500 per
day, and hosting the sessions is costly. Also included are costs of EPA-approved software and RESNET fees.
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Projected Number of Permits 5,041 5,434 5,482 6,026 5,193

1P roje c te d  ES H P ro a m / 8 / 9 / 10/ 1 1 / 12/
P rojected ES H P articipants 403 489 548 663 623
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1

3

4

5

6

bypass. The  bypa s s  will s ignifica ntly de cre a s e  tra ve l time  be twe e n La s  Ve ga s  a nd Moha ve

2 County, with mos t of the  incre a se d de ma nd for hous ing proje cte d to occur in the  Kinsma n a re a .

Annua l growth in the  UNS  Ga s  te rritory wa s  origina lly e s tima te d a t 5,435 units27 pe r ye a r from

2008 to 2012. Although tha t e s tima te  is  now expected to be  revised downward due  to the  current

hous ing downturn, UNS Gas  s till projects  tha t it will comple te  an ave rage  of 545 homes  pe r yea r

under its  ESH program.

The  table  be low lis ted projected participa tion per year.

Energy Smart Homes Protected Participation

7 70.

8

9

10

11

12 71. S ta ff ha s  re comme nde d tha t the  numbe r of hous e s  comple te d unde r the  progra m be

13 care fully tracked and reported in the  Company's  semi-amlua l DSM reports .

72. Cost-Effectiveness14

15 S ta ff h a s  c a lc u la te d  th e  b e n e fit-c o s t ra tio  o f th e  E S H p ro g ra m  a t 1 .1 . S ta ff

16 de te rmine s  cos t-e ffe c tive ne s s  us ing the  S ocie ta l Cos t Te s t. The  ES H progra m is  cos t-e ffe c tive

17 be fore  ta king into a ccount the  e nvironme nta l a nd e le ctric s a vings .

18 73.

19

The prob ected CON savings from the  ESH program are  provided in the  table  be low.

This  numbe r re pre s e nts  the  e s tima te d life time  s a vings  from a ll the  me a s ure s  proje cte d for

ins ta lla tion over the  live -year course  of the  ESH program.20

21 ESH Pro.iected Environmental Benefits, 2008 - 2012

22

23

24 74. Es tima te d Cos t P e r The rm Saved

25 S ta ffs  a n a lys is  in d ic a te s  th a t  th e  E S H p ro g ra m  wo u ld  s a v e  a p p ro xim a te ly

26 29 ,304 ,500  te rns  ove r the  life time  o f the  me a s ure s  ins ta lle d  from 2008  th rough  2012 . S ta ff

e s tima te s  the  cos t pe r the rm s aved a t approxima te ly $0.08 .27

28
27 "Unit" includes s ingle-family homes, condominiums, town homes, apartments  and mobile homes.
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1 75. Monitoring a nd Eva lua tion

2

3 76.

4

S e e  "Monitoring a nd Eva lua tion: All P rogra ms ."

Reporting Requirements

See  "Reporting Requirements : All P rograms ."

5 Commercia l and Indus tria l Facilities  Gas  Efiic iencv

6 77.

7

Progra m De scription

Goa ls . The  C&I Fa cilitie s  Ga s  Efficie ncy P rogra m would promote  the  ins ta lla tion of high-

8 e fficie ncy, ga s -fue le d e quipme nt a nd s ys te ms  a t e xis ting fa cilitie s  within the  UNS  Ga s  s e rvice

9 a re a . The  me a sure s  would include  spa ce  he a ting, s e rvice  a nd dome s tic wa te r he a ting28, a nd

10

11 include :

12

13

14

15

16

comme rcia l food se rvice  e quipme nt. The  progra m is  de s igne d to ove rcome  ma rke t ba nte rs  tha t

(i) la ck o f kn o wle d g e  co n ce rn in g  e n e rg y e ffic ie n cy,  (ii) h ig h e r firs t co s ts ,  (iii)

unce rta intie s  concerning the  pe rformance  of ene rgy-e fficient equipment, (iv) compe tition for funds

with othe r ca pita l improve me nts , a nd (v) high tra ns a ction a nd informa tion s e a rch cos ts .29 In

a ddition to he lping cus tome rs  re duce  a nd ma na ge  the ir e ne rgy cos ts , the  C&I Ga s  Efficie ncy

P rogra m would provide  othe r socie ta l a nd cus tome r be ne fits , such a s  re duce d gre e nhouse  ga s

e mis s ions , improve d le ve ls  of s e rvice  from e ne rgy e xpe nditure s , a nd lowe r ove ra ll ra te s  a nd

17 energy costs compared to other resource options.

18 78. The  C&I progra m would include  e duca tiona l a nd promotiona l compone nts . Non-

19

20

re s identia l cus tomers  would be  educa ted on how to improve  the  ene rgy e fficiency of hea ting and

cooling sys tems a t the ir facilitie s . Both cus tomers  and trade  a llie s  would rece ive  educa tion on the

21 program, as  well as  on the  technologies  offered by the  program.

22 79.

23 in the  progra m.

Elig ib ility. A11 non-res identia l UNS Gas customers  would be  e ligible  to participa te

Cus tome rs  re pla cing e xis ting s ys te ms  (a t burnout or prior to fa ilure 30) a nd

24 cus tome rs  ins ta lling s ys te ms  during ne w cons truction a re  both e ligible  to  pa rticipa te  in  the

25 pro gram .

26

27

28

28"S e rvice  wa te r he a ting" ge ne ra lly re fe rs  to wa te r he a te rs  in non-re s ide ntia l s e ttings , s uch a s  hote ls  or La undroma ts . "Dome s tic  wa te r he a ting"
re fe rs  to typica l re s ide ntia l us e , howe ve r, in the  conte xt of the  C&I progra m the  te rm a pplie s  to a pa rtme nts  or s ma ll office  buildings .
29 The  cos t in time  or money for res ea rching, loca ting, s pe cifying, contra cting for a nd ins ta lling e ne rgy e fficie ncy me a s ure s .
30 UNS  Ga s  doe s  not a ntic ipa te  tha t re pla ce me nts  prior to burnout will be  a  high pe rce nta ge  of progra m pa rtic ipa tion, due  to the  s ignifica nt initia l
cos t of the  equipment be ing promoted by the  program.
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and Water HeatingSpace Heating
Measures

High-effic iency Furnaces $258
9 0 %  AF UE  or b e tte r
furnace

Higl e ffic iency S pace  Heating or P roces s
Boile rs * $250

or85.6% efficient
better boiler

P ackaged Air Conditioners  with High-
effic iency furnaces $457

90% AF UE  or be tte r
furnace with CEE
Tier 1 or 2 AC ra ting

Energy-effic ient S torage Water Heaters $200

64% effic ient or
be tte r tank type  wa te r
heater

Commerc ia l Food  Service  Meas ures

High-effic iency Fryers 31 $400

or
or

4 2 % eftlgient
better open
pres s ure fryer

High-e ffic iency Griddles $300
or

s_

4 5 %
b e tte r

e fficient
middle

High-efficiency Ovens 32 $915

4 5 % effic ient or
be tte r combina tion,
d e c k,  c on ve c tion ,  or
conveyor oven

* The  high-effic iency boile rs  meas ure  applies  ro both s pace  hea ting and s e rvice  water hea ting

applications .
** Incentives  vary depending on unit heating capacity and effic iency.
***Effic ienc ies  would vary depending on s pec ific  machine  type  or configura tion.

P a ge  20 Docke t No. G-04204A-07-0274

1 80. Incentives.

2

The  propos e d ne w or re pla ce me nt e quipme nt mus t me e t e ne rgy

e fficiency s tanda rds  to qua lify for incentive s . The  table  be low provides  the  ave rage  incentive  pe r

unit a nd unit de finition.3

4 Proposed C&I Program Incentives

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19 81.

20

21

22

23 82.

24

25

Staff has recommended tha t incentives be  capped a t $8,000 per customer, per year,

with the  e xce ption of s chool dis tricts . (In this  conte xt "cus tome r" me a ns  a n individua l or e ntity

pa ying ga s  bills  for one  or more  loca tions  or a ccounts .) S ta ff re comme nds  tha t s chool dis trict

incentives be  capped a t $25,000 per district, per year.

Staff has a lso recommended tha t UNS Gas apply to the  Commission in cases where

the  Compa ny fe e ls  tha t it would promote  progra m obje ctive s  to e xce e d the  pe r-cus tome r or pe r-

school dis trict caps .

26

27

28 31 Sta ff has  recommended aga ins t inclus ion of this  meas ure  in the  C&I program, becaus e  it does  not appea r to be  cos t-e ffective .
s o S ta ff has  recommended aga ins t inclus ion of this  meas ure  in the  C&I program, becaus e  it does  not appea r to be  cos t-e ffective .
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1 83. De live rv S tra te gy

2

3

4

5

6

Imple me nta tion of the  C&I Fa cilitie s  Ga s  Effic ie ncy P rogra m will be  a ccomplis he d

through a n IC a c tive  in  the  DS M fie ld . The  IC would be  re s pons ible  for progra m a dminis tra tion,

a pplica tion a nd ince ntive  proce s s ing, tra cking a nd re porting, proje ct qua lity control a nd te chnica l

s upport. UNS  Ga s  will a s s ign  a n  in-hous e  ma na ge r to  ove rs e e  the  IC, th is  in -hous e  ma na ge r

would provide  a  conta ct point for UNS  Ga s  cus tome rs , e duca te  the  IC on progra m goa ls /cus tome r

7 s e rvice  re quire me nts , provide  ove ra ll qua lity control a nd ma na ge  the  de live ry proce s s .

84.8 For more  informa tion  re ga rding  ICe , inc luding the  s e le c tion  proce s s , p le a s e  s e e

9 "Imple me nta tion Contra c tors : EHH, ES H a nd C&I P rogra ms ."

10 85. In  a d d it io n  to  th e  IC ,  ke y p a rtn e rin g  re la t io n s h ip s  will in c lu d e : th e  lo c a l

11 me cha nica l,

12

13

a rc h ite c tu ra l a nd  e ng ine e ring  c ommunity,  e le c tric a l, a n d  b u ild in g  c o n tra c to rs ,

e quipme nt ma nufa cture rs , dis tributors , a nd ve ndors , profe s s iona l a nd tra de  s e rvice  a s s ocia tions ,

a nd the  AEO. UNS  Ga s  will work with  e a ch of the s e  groups , a nd provide  e duca tion a nd tra ining

14 on the  progra m.

86.15

16

Ma rke ting

The  C&I Fa cilitie s  Ga s  Effic ie ncy P rogra m will be  ma rke te d via  the  following me thods :

17

18

19

20

21

•

•

•

•

•

•

•

•

•

Educa tiona l s e mina rs ,
Brochure s ,
Ta rge te d ma iling;
Cus tome r a nd tra de  pa rtne r outre a ch a nd pre s e nta tions ,
P rint a dve rtis e me nts  in loca l me dia ,
UNS  Ga s  we bs ite ,
UNS  Ga s  cus tome r ca re  re pre s e nta tive s ,
Confe re nce s  a nd public e ve nts , a nd
P re s e nta tions  by the  progra m ma na ge r to ke y cus tome rs  a nd cus tome r groups .22

23

24

Th e  m a rke tin g  s tra te g y will ta rg e t ke y s e g m e n ts  o r g ro u p s ,  s u c h  a s  s c h o o l d is tric ts ,

comme rcia l ldtche ns , me dica l fa cilitie s  a nd La undroma ts .

25 87.

26

P rogra m Budge t

The  ta ble  in this  s e ction provide s  the  e xpe cte d a ccrua l budge ts  for the  C&I Fa cilitie s  Ga s

27 E ffic ie n c y P ro g ra m  fro m  2 0 0 8  th ro u g h  2 0 1 2 .

28 $212,365.

The  a ve ra ge  a nnua l budge t is  a pproxima te ly

Fo r e a c h  p ro g ra m  ye a r,  o ve r 5 0  p e rc e n t o f th e  fu n d s  a re  a llo c a te d  a s  fin a n c ia l
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Tot lb diet $200,000 $206,000 $212,180 $218,545 $225,102

Fmanclal Inc ntxves $101 680 $104,730 $107,872 $111 108 $114,442

P rottr m Cos ts $98,320 $101,270 $104,308 $107437 $110,660

Inf;e nt1ve s  a s  / of budge t 50.84/ 50.84/ 50.84/ 50.84/ 50.84/
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1

2

3

4

5

6

7

8

ince ntive s  to cus tome rs , while  the  re ma ining funds  will be  us e d to cove r a dminis tra tive , ma rke ting,

a nd imple me nta tion cos ts  a s s ocia te d with the  progra m.

88. The  Compa ny ha s  indica te d tha t the  na ture  of the  cons truction ma rke t in its  s e rvice

te rritory, a nd the  a bs e nce  of pa s t e ne rgy e ffic ie ncy initia tive s , would re s ult in high ma rke ting a nd

a dminis tra tive  cos ts . Mos t juris dic tions  within the  Compa ny's  s e rvice  a re a  ha ve  no e ne rgy code ,

or ha ve  only jus t be gun to a dopt e ne rgy code s . The  Compa ny be lie ve s  tha t e xte ns ive  ma rke ting

a nd tra ining will be  re quire d to promote  the  de s ire d le ve l of pa rtic ipa tion, a nd to e duca te  builde rs

a nd the ir s ubcontra ctors  on e ne rgy, pe rforma nce , a nd he a lth a nd s a fe ty is s ue s  re quire d unde r the

9 p r o g r a m .

1 0
2008 - 2012 Proposed C&I Program Budget

1 1

1 2

1 3

14 89.

1 5 Th is  a m o u n t in c lu d e s  th e

16

17

For 2008, the  a ve ra ge  utility cos t for e a ch e ne rgy-e fficie nt me a s ure  ins ta lle d unde r

th is  p ro g ra m  wo u ld  b e  a p p ro xim a te ly $ 5 1 2  ($ 2 0 0 ,0 0 0  + 3 9 1 ).

ince ntive s , progra m cos ts  a nd e va lua tion, monitoring a nd ve rifica tion. The  2008 De ta ile d P rogra m

Budge t provide s  a dditiona l de ta ils  on budge t a lloca tions  within the  va rious  ca te gorie s .

1 8

19

20

2 1

22

23

24

25

26

27

28

De cis ion No .



Mdnagenal & Clerical $30,400

Travel & Direct Expenses $4,560

Overhead $3,040

Total Administrative Cost Allocation $383080

Inte rna l Marke ting Expens e $15,000

Subcontracted Marketing Expense $15,000

Total Marketing Allocation s30,e00

Fmancxal Incentives $101,680

Total incentives $161,680

Support Actlvlty Labor" $6,200

Hardware  & Mate ria ls $4,960

Rebate P roces s ing & Inspection $11,160
Implementation Aliocatian
(excluding incentives)

$22,320

E M&V Actlvlty $7,600

EM&V Overhead $400

Total EM&V Cost Allocation $8,000

TOTAL PROGRAM BUDGET $200,000

Proposed Measures Average Annual

Units

High -E ffic1 e n cy Ga s  F rye r 1 1

High -E ffic ie n c y G a s  G ridd le 14

High -E ffic ie n c y Ga s  Ove n s 14

E n e rgy-e ffic ie n t S pa ce
He a tin g/P roc e s s  Hot W a te r Boile r 4

Energy-efficient Water heater 238

Packaged systems with a 90% AFUE or
better Furnace 47

High-Efficiency Furnace 90% AFUE or
better Furnace 63

Page 23 Docke t No. G-04204A-07-0274

1 2008 Detailed c&1 Program Budget"

2

3

4

5

6

7

8

9

10

11

1 2

1 3 90.

1 4

Program Pa rticipa tion

The  ta ble  be low lis ts  the  proje cte d a nnua l a ve ra ge  numbe r of ins ta lla tions  for e a ch

1 5 pr opos ed  meas u r e  i n  t he  COLI p r ogr am:

Projected Program Participation by Measure1 6

1 7

1 8

1 9

20

2 1

22

23 91.

24

25

26

The  Compa ny proje cts  much highe r pa rticipa tion for hot wa te r sys te ms , be ca use

ne a rly a ll comme rcia l fa cilitie s  ha ve  ta nk wa te r he a te rs , spa ce  he a ting or s e rvice  wa te r boile rs .

The  Compa ny be lie ve s  tha t ins titutiona l kitche ns  re pre s e nt a  much s ma lle r ma rke t for e ne rgy-

e fficie nt products  tha n hot wa te r sys te ms , but ha s  a gre e d to shift ince ntive  funding a mong the

27

28 as For details regardingsomeof the budget categories, please see the footnotes on pages 7.
34 Includes labor for database development and product research.
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£én fit Cost Ratuns

48
4

5

Hlgh effitnency fryers 0.64
Hlgh efficiency griddles 1.46
Hlgh efficiency ovens 0.63
Hlgh efficiency boilers 1.15
Hlgh efficiency furna ces 2.55
Hlgh efficiency wa ter hea ters 1.05
Packaged a ir condltloners  wlth
hlgh e fiiclency furna ces " 1.20

3̀:C02 Em is s ions 63,979,595 Pounds

Page 24 Docke t No. G-04204A-07-0_74

1

2

3

progra m's  me a s ure s  to  a ccommoda te  le ve ls  of pa rtic ipa tion  tha t a re  h ighe r or lowe r tha n

anticipa ted.

92. Cost-Effectiveness

4

5

The  be ne fit-cos t ra tios  ca lcula te d  by S ta ff for the  multip le  me a s ure s  within  the  C&I

program vary according to measure . These  a re  lis ted be low:

6 Benefit-Cost Ratios By Measure

7

8

9

1 0

1 1

12 93. Sta ff de te rmines  cos t-e ffectiveness  us ing the  Socie ta l Cost Tes t. In the  case  of the

1 3

14

1 5

1 6

C841 program, two of the  measures , high-e fficiency fryers  and high-e fficiency ovens , a re  not cost-

e ffe ctive , prima rily due  to the ir re la tive ly high incre me nta l cos ts  a nd compa ra tive ly low the rm

savings. S ta ff re comme nds  a ga ins t including the s e  me a s ure s  in the  UNS  Ga s  DS M progra m,

unle s s  a nd until more  cos t-e ffe ctive  e quipme nt be come s  a va ila ble . S ta ff a lso re comme nds  tha t

17 UNS Ga s  look into including othe r, more  cos t-e ffe ctive  comme rcia l kitche n e quipme nt in the  C&I

1 8 program.

19 94.

20

2 1

The  proje cte d CON s a vings  from  the  C&I progra m  a re  provide d in the  ta ble  be low.

This  num be r re pre s e nts  the  e s tim a te d  life tim e  CO N s a vings  for a ll the  m e a s ure s  pro je c te d  for

ins ta lla tion  ove r the  five -ye a r cours e  of the  C&I progra m . (This  e s tim a te  doe s  not inc lude  the

2 2 prob a cte d CON sa vings  from the  two me a sure s  tha t S ta ff ha s  re comme nde d a ga ins t including in the

C&l PTO8THM~)23

24 C&I Projected Environmental Benefits, 2008-2012

25

2 6

27

28 35This  meas ure  appear to be  cos t-effective even be fore  ta king into a ccount e le ctric  s a vings  a ris ing from the  high-e fficie ncy a ir conditione rs  tha t a re
pa rt of the  packaged s ys tem.
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1 95. Estimated Cost Per Therm Saved

2 S ta ffs  a na lys is  ind ica te s  tha t the

3

C&I p rog ra m wou ld  s a ve  a pp roxima te ly

5,453,633 te rms  ove r the  life time  of the  me a sure s  ins ta lle d from 2008 through 2012, e xcluding

4 the fryer and oven measures. S ta ff estimates the  cost per therm saved a t approximate ly $0.19.

96.5

6

7 97.

8

Monitoring a nd Eva lua tion

S e e  "Monitoring a nd Eva lua tion: All P rogra ms ."

Reporting Requirements

See  "Reporting Requirements: A11 Programs."

9 Imp le me n ta tio n  Co n tra c to rs :  EHH, ES H a n d  C&I P ro g ra ms

10 98.

11

12

13

14

15

16 99.

18

19

The  LIW progra m will be  a dminis te re d by UNS  Ga s , community a ction a ge ncie s

a nd the  AEO. The  othe r thre e  UNS Ga s  progra ms  will be  a dminis te re d, jointly, by UNS Ga s  a nd

one  or more  ICe . IH\lS  Ga s  s ta te s  tha t the  na tiona l tre nd is  to utilize  ICe  whe n de live ring DS M

programs, and be lieves  tha t hiring an IC with a  s ta ff expe rienced in DSM a llows  utilitie s  to de live r

progra ms  more  quickly, without ha ving to hire  a nd tra in a dditiona l e mploye e s . UNS  Ga s  a ls o

be lieves  tha t hiring ICe  is  a  more  cos t-e ffective  way to de live r DSM programs.

Imple me nta tion Contra ctors  will be  sought through a  compe titive  bidding proce ss .

17 UNS  Ga s  is  curre ntly pre pa ring Re que s ts  for Quota tions  ("RFQs ") to  be  s ubmitte d  to  U.S .

compa nie s  with e xpe rie nce  in ma na ging s ucce s s ful DS M progra ms . UNS  Ga s  is  s e e king

companie s  with a t lea s t three  yea rs  of expe rience  in this  a rea . A UNS Gas  P rogram Manage r will

20 ove rs e e  a ll IC a ctivitie s , provide  guida nce  on progra m a ctivitie s , provide  a  conta ct point for

cus tome rs  inte re s te d in the  progra m, a nd provide  ove ra ll qua lity control a nd ma na ge me nt of the21

22 de live ry proce s s .

100.23 The  items  be low provide  a  gene ra l description of the  type  of work tha t will be  done

24 by ICe  hired by UNS Gas :

25 • Implementa tion P lans : ICe  will build on progra m outline s  de ve lope d by UNS  Ga s
in order to achieve the  energy and demand savings targeted for each program,

26

27 Marke ting and Communica tions  P lan: Working with UNS  Ga s  to fina lize  progra m
marke ting and communica tion,

28
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1

2

P rogra m Forms  a nd Colla te ra l Ma te ria ls : The  IC will be  expected to prepa re  and
print a ll program documents , including cus tomer agreements  and applica tions , and
marke ting materia ls  used to communica te  with customers  and trade  a llies ,

3

•
4

Program De live ry to Cus tomers : In addition to dutie s  specific to each program, the
IC will ha ve  prima ry re s pons ibility for coordina ting, a dve rtis ing a nd de live ring
tra ining programs for a ll programs,

5

6
•

7

Program Adminis tra tion and Management: The  IC will re ce ive , proce ss  a nd ve rify
cus tome r a pplica tions , the n provide  UNS  Ga s  with the  informa tion re quire d to
process incentive  payments, and

8

9
Progra m Pa rticipa tion, Da ta  Tra cking, Docume nta tion a nd Re porting. The  IC will
de ve lop a nd ma inta in a  compre he ns ive  progra m da ta ba se , a nd to re port progra m
progress on a  monthly, quarterly and annual basis .

1 0

1 1 Mo n ito rin g  a n d  Eva lu a tio n : All P ro g ra ms

1 2 101.

1 3

14

Working with AEO (for the  LIW progra m), or imple me nta tion contra ctors  (EHH,

ESH and C841 programs), UNS Gas would track, manage  and eva lua te  each program, adopting a

s tra tegy of integra ted da ta  collection tha t would include  the  following activitie s  :

1 5 •

1 6

Da ta b a s e  ma n a g e me n t . - ma n a g in g  th e  tra ckin g  d a ta b a s e  a n d  p ro vid in g
in fo rma tio n  fo r th e  s e mi-a n n u a l DS M re p o rts  to  b e  file d  with  th e  Arizo n a
Corpora tion Commiss ion.

1 7
•

1 8

1 9

In te g ra te d  imp le me n ta tio n da ta co lle c tion  ,- co lle c ting  da ta  ne ce s s a ry to
ca lcula te  va lue s  a nd  yie ld  more  a ccura te  e va lua tions  through, for e xa mple ,
cus tome r a pplica tions , fie ld ve rifica tions  a nd contra ctor invoice s . The  type  of da ta
collected would include  the  quantity, capacity, e fficiency and ope ra ting pa ramete rs
for pre-exis ting and insta lled measures .

20

2 1
• Fie ld  ve rific a tion verifying the  ins ta lla tion of a  sample  of measures .

22 •

23

24

25

Tra c kin g  o f s a vin g s  u s in g  d e e me d  s a vin g s  va lu e s .- tra cking  s a vings  from
comple ted ins ta lla tions . Savings  would be  ve rified by contractors . Measurement of
s a vings  from re tro fit me a s u re s  wou ld  inc lude  p re - a nd  pos t-p ro je c t b illing
compa ris ons  (for e xa mple , he a ting bills  be fore  a nd a fte r ins ta lla tion of high-
e fficie ncy e quipme nt). Othe r me a ns  of e va lua tion would  a ls o  be  e mploye d,
including on-s ite  inspection of equipment, da ta  logging of equipment pe rformance ,
and due  diligence  review of engineering ca lcula tions and documenta tion.

26

27

28
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1 102.

2

This  a pproa ch  would  p rovide  UNS  Ga s  with  ongo ing  fe e dba ck on  p rogra m

progress  and enable  management to adjust or correct programs to be  more  effective  and more  cost

be ne ficia l.3

4 Re porting  Re qu ire me n ts : All P rogra ms

5 103. Decis ion No. 70011 es tablished tha t UNS Gas  would file  semi-annua l reports  for its

6 DSM programs, in accordance  with S ta ff s  recommenda tions .

104.7 Sta ff re comme nds  tha t, a t a  minimum, the  UNS Ga s  re ports  should include  (i) the

8

1 0

11

1 3

built or low-income  home s  we a the rize s , furna ce s /pa cka ge d s ys te ms  ins ta lle d a nd, for the  C&I

program, the  number and type  of ene rgy-e fficient equipment ins ta lla tions , (iii) the  ave rage  cos t of

the  ins ta lle d me a s ure s , (iv) de s criptions  of progra m ma rke ting, (v) copie s  of ne w or re vis e d

12 ma rke ting ma te ria ls , (vi) e s tima te d cos t s a vings  to pa rticipa nts , (vii) ga s  a nd e le ctric s a vings  a s

de te rmined by the  monitoring and eva lua tion process , (viii) the  tota l amount of the  program budge t

14 spe nt during the  pre vious  s ix months , the  pre vious  ye a r a nd s ince  the  ince ption of the  progra m,

(xiv) any s ignificant impacts  on program cos t-e ffectiveness , and (x) de scriptions  of any problems

16 and proposed solutions , including movements  of funding from one  program to another.

1 5

1 7 Sta ff Recommenda tions : All P rograms

1 8 105. S ta ff ha s  ma de  the  following re comme nda tions  conce rning a ll UNS  Ga s  DS M

20

19 programs approved by the  Commission:

106. S ta ff ha s  re comme nde d a pprova l of the  four UNS  Ga s  DS M progra ms , with the

2 1 modifica tions  recommended be low.

22 107.

23

S ta ff ha s  re comme nde d tha t UNS  Ga s  be  a llowe d to s hift up to 25 pe rce nt of

funding be twe e n the  EHH a nd ES H progra ms , or from e ithe r the  EHH or ES H progra m into the

24 LIW progra m, if such shifting would promote  more  cos t-e ffe ctive  de ma nd-s ide  ma na ge me nt. No

funds a re  to be  moved out of the  LIW program.25

26 S ta ff ha s  re comme nde d tha t UNS  Ga s  be  a llowe d to  s h ift funding  from one

27 me a sure  to a nothe r within the  C&I progra m, if such shifting would promote  more  cos t-e ffe ctive

108.

28 demand-side management.

9
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1 109. Staff has recommended tha t any shifting of funds be tween programs in excess of 25

3

4

5 111.

7

2 percent be  approved by the  Commission.

110. S ta ff ha s  re comme nde d tha t a ny incre a se s  in the  ove ra ll DSM Portfolio budge t in

excess of 25 percent be  approved by the  Commission.

S ta ff ha s  recormnended tha t incentive s  to pa rticipants  in the  EHH, ESH, and C&4

6 programs be  limited to no more  than 75 percent of incrementa l cost, and tha t UNS Gas include  any

fede ra l or s ta te  tax credits  when ca lcula ting the  75 pe rcent cap on incentive s  a s  a  pe rcentage  of

incre me nta l cos t. The  Commis s ion ha s  a pprove d ca ps  on ince ntive s  for the  DS M progra ms  of8

9 Arizona  Public Se rvice  Company.

10 112. S ta ff has  recommended tha t the  na ture  and intent of the  UNS Gas  DSM programs

11 not be  changed without Commission approva l.

12 113. S ta ff ha s  re comme nde d tha t UNS  Ga s  re port on progre s s  of e a ch progra m in its

13

14

15

16

17

18

19

20

21

s e mi-a nnua l re ports  tile d with the  Commis s ion. At a  minimum, the  re port s hould include  (i) the

numbe r of pa rticipa nts , (ii) the  numbe r of me a sure s  ta ke n, me a ning Ene rgy S ta r-ce rtifie d home s

built or low-income  home s  we a the rize s , furna ce s /pa cka ge d s ys te ms  ins ta lle d a nd, for the  C&I

program, the  number and type  of ene rgy-e fficient equipment ins ta lla tions , (iii) the  ave rage  cos t of

the  ins ta lle d me a s ure s , (iv) de s criptions  of progra m ma rke ting, (v) copie s  of ne w or re vis e d

ma rke ting ma te ria ls , (vi) e s tima te d cos t s a vings  to pa rticipa nts , (vii) ga s  a nd e le ctric s a vings  a s

de te rmined by the  monitoring and eva lua tion process , (viii) the  tota l amount of the  program budge t

spe nt during the  pre vious  s ix months , the  pre vious  ye a r a nd s ince  the  ince ption of the  progra m,

(xiv) any s ignificant impacts  on program cos t-e ffectiveness , and (x) de scriptions  of any problems

22 and proposed solutions , including movements  of funding from one  program to another.

114.23 In e a ch progra m whe re  ince ntive s  a re  pa id, the  ince ntive s  s hould be  re vie we d

24

25

26

27

bia nnua lly to de te rmine  whe the r the  ince ntive s  ca n be  re duce d or e limina te d without re ducing

progra m pa rticipa tion. This  re comme nda tion doe s  not include  the  LIW progra m. For purpose s  of

this  re comme nda tion, S ta ff doe s  not cons ide r pa yme nts  ma de  to community a ction a ge ncie s  to

re imburse  the  agencies  for weatheriza tion or hea lth and safe ty activities  to be  incentives .

28
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1 115. S ta ff ha s  re comme nde d tha t re fe re nce s  to the  Commis s ion in UNS  Ga s  DS M

3

5

6

2 marke ting appea r a s  "Arizona  Corpora tion Commiss ion", ra the r than "ACC."

116. S ta ff ha s  re commended tha t UNS Gas  DSM ene rgy e fficiency program s tanda rds

4 exceed federa l minimum energy e fficiency s tandards . In cases  where  the  federa l minimum energy

efficiency s tandards  a re  increased during the  life  of a  UNS Gas  DSM program, program s tandards

should be  incre a se d to e xce e d the  curre ntly a pplica ble  fe de ra l s ta nda rds . In ins ta nce s  whe re

exceeding current fede ra l s tanda rds  would rende r a  program or measure  le ss  than cos t-e ffective ,7

9

8 the  program or measure  should be  terminated.

Low-Income Wea the riza tion

1 0 117.

1 1

Sta ff ha s  re commended tha t, a lthough hea lth and sa fe ty measure s  a re  important,

DS M funding s hould be  utilize d whe ne ve r pos s ible  for we a the riza tion a ctivitie s  tha t cons e rve

1 2

13

1 5

1 6 118.

1 7

1 8

1 9

20 119.

2 1

22

energy. In cases  where  a lte rna te  funding sources  a re  ava ilable , those  funds  should be  utilized for

any non-wea the riza tion activitie s  be fore  DSM funding is  tapped. In no event a re  hea lth and sa fe ty

14 cos ts  to exceed 25 pe rcent of the  UNS Gas  program budge t. LIW Program DSM funding used for

any health and safety measure must be tracked against this 25 percent cap.

S ta ff ha s  re comme nde d  tha t, with  re s pe ct to  re pa ir o r re p la ce me nt o f non-

functioning e quipme nt, DS M progra m funds  be  us e d only to  cove r the  incre me nta l cos t of

ins ta lling high e fficie ncy, ra the r tha n s ta nda rd, e quipme nt. The  only e xce ption to this  would be

equipment insta lled or repaired as part of a  health and safe ty measure .

S ta ff ha s  re comme nde d tha t UNS  Ga s  compa re  utility bills  of house s  be fore  a nd

a fte r we a the riza tion, to ve rify a nd me a s ure  the  e ffe ctive ne s s  of the  LIW progra m in re ducing

consumers ' ene rgy bills .

S taff has  recommended tha t UNS Gas work to improve  the  cost-e ffectiveness  of the23 120.

J

24 program, if poss ible .

121 .25 Staff has recommended that CFLs be  excluded as a  measure  for homes weatherizes

26 a s  pa rt of the  UNS  Ga s  LIW progra m. This  re comme nda tion a ls o include s  home s  e nte re d by

27 pa rticipa ting community a ction a ge ncie s  a s  pa rt of the  LIW progra m's  Eme rge ncy Home  Re pa ir

component.28
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1

2 122.

3 123.

5

6

7

9

1 0 125.

1 1

1 2

1 3 126.

1 4

1 5

1 6

1 7 1 2 7 .

1 8

1 9

20 128.

2 1

Efficie nt Home  He a ting

S ta ff has  recommended tha t UNS Gas utilize  bill inse rts  as  pa rt of its  marke ting.

S ta ff ha s  recommended tha t the  $25 incentive  to contractors  be  reviewed by UNS

4 Ga s  bia nnua lly, a long with the  othe r progra m ince ntive s , to de te rmine  whe the r the  ince ntive  is

necessa ry to mainta in program participa tion.

124. S ta ff has  recommended tha t a s  pa rt of monitoring and eva lua ting the  e ffectiveness

of the  Efficie nt Home  He a ting P rogra m, UNS  Ga s  compa re  utility bills  of Re s ide ntia l cus tome rs

8 before  and a fte r ins ta lla tion of high-e fficiency gas  furnaces .

Energy Smart Homes

Staff has recommended tha t the  number of houses comple ted under the  program be

care fully tracked and reported in the  Company semi-annua l DSM reports .

Comme rcia l a nd Indus tria l Fa cilitie s  Ga s  Ecie ncy

Staff has recommended tha t incentives be  capped a t $8,000 per customer, per year,

with the  e xce ption of s chool dis tricts . (In this  conte xt "cus tome r" me a ns  a n individua l or e ntity

pa ying ga s  bills  for one  or more  loca tions  or a ccounts .) S ta ff re comme nds  tha t s chool dis trict

incentives be  capped a t $25,000 per district, per year.

Staff has a lso recommended tha t UNS Gas apply to the  Commission in cases where

the  Compa ny fe e ls  tha t it would promote  progra m obje ctive s  to e xce e d the  pe r-cus tome r or pe r-

school dis trict caps .

S ta ff has  recommended aga ins t including the  frye r and oven measures  in the  UNS

Gas  DSM program, unle ss  and until more  cos t-e ffective  equipment becomes  ava ilable . S ta ff ha s

a ls o re comme nde d tha t UNS  Ga s  look into including othe r, more  cos t-e ffe ctive  comme rcia l22

24

23 kitchen equipment in the  C&I program.

CONCLUS IONS  OF LAW

25 UNS  Ga s  is  a n Arizona  public s e rvice  corpora tion within the  me a ning of Article

26 XV, Section 2, of the  Arizona  Cons titution.

27 The  Commiss ion has  jurisdiction ove r UNS Gas  and ove r the  subject ma tte r of the

28 applica tion.

2.

1 .
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1

2

3

The  Commiss ion, ha ving re vie we d the  a pplica tion a nd S ta ffs  Me mora ndum da te d

January 28, 2008, concludes  tha t it is  in the  public inte res t to approve  the  UNS Gas  Demand-Side

Management Portfolio, with the  recommenda tions  indica ted here in.

ORDER4

IT IS  THEREFORE ORDERED tha t the  UNS  Ga s  DS M P ortfo lio  be  a nd  he re by is

6 approved, with the  modifica tions  recommended be low.

7 IT IS  FURTHER ORDERED tha t UNS Ga s  be  a llowe d to shift up to 25 pe rce nt of funding

8 be twe e n the  EHH a nd ES H progra ms , or from e ithe r the  EHH or ES H progra m into the  LIW

9 program, if such shifting would promote  more  cos t-e ffective  demand-s ide  management. No funds

10 are  to be  moved out of the  LIW program.

5

IT IS  FURTHER ORDERED tha t UNS  Ga s  be  a llowe d to shift funding from one  me a sure

12 to a nothe r within the  C&I progra m, if such shifting would promote  more  cos t-e ffe ctive  de ma nd-

11

1 3

16

1 8

2 1

22

side management.

14 IT IS  FURTHER ORDERED tha t a ny shifting of funds  be twe e n progra ms  in e xce ss  of 25

15 percent be  approved by the  Commission.

IT IS  FURTHER ORDERED tha t a ny incre a s e s  in the  ove ra ll DS M P ortfolio budge t in

17 excess of 25 percent be  approved by the  Commission.

IT IS  FURTHER ORDERED tha t ince ntive s  to pa rticipa nts  in the  EHH, ES H, a nd C&I

19 programs be  limited to no more  than 75 percent of incrementa l cost, and tha t UNS Gas include  any

20 fede ra l or s ta te  tax credits  when ca lcula ting the  75 pe rcent cap on incentive s  a s  a  pe rcentage  of

incrementa l cost.

IT IS  FURTHER ORDERED tha t the  na ture  and intent of the  UNS Gas  DSM programs not

23 be  changed without Commission approva l.

IT IS  FURTHER ORDERED tha t UNS Gas  report on progress  of each program in its  semi-

25 a nnua l re ports  file d with the  Commiss ion. At a  minimum, the  re ports  sha ll include  (i) the  numbe r

26 of pa rticipa nts , (ii) the  numbe r of me a sure s  ta ke n, me a ning Ene rgy S ta r-ce rtifie d home s  built or

27 low-income  home s  we a the rize s , furna ce s /pa cka ge d sys te ms  ins ta lle d a nd, for the  C&I progra m,

28 the  numbe r a nd type  of e ne rgy-e fficie nt e quipme nt ins ta lla tions , (iii) the  a ve ra ge  cos t of the

24

3.
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1

2

3

4

5

7

insta lled measures , (iv) descriptions  of program marke ting, (v) copie s  of new or revised marke ting

ma te ria ls , (vi) e s tima te d cos t sa vings  to pa rticipa nts , (vii) ga s  a nd e le ctric sa vings  a s  de te rmine d

by the  monitoring a nd e va lua tion proce s s , (viii) the  tota l a mount of the  progra m budge t s pe nt

during the  previous  s ix months , the  previous  yea r and s ince  the  inception of the  program, (xiv) any

s ignifica nt impa cts  on progra m cos t-e ffe ctive ne s s , a nd (x) de s criptions  of a ny proble ms  a nd

6 proposed solutions , including movements  of funding from one  program to another.

IT IS  FURTHER ORDERED th a t in  e a ch  p ro g ra m wh e re  in ce n tive s  a re  p a id ,  th e

8 ince ntive s  sha ll be  re vie we d bia nnua lly to de te rmine  whe the r the  ince ntive s  ca n be  re duce d or

e limina ted without reducing program pa rticipa tion. This  does  not include  the  LIW program.

IT IS  FURTHER ORDERED tha t re fe re nce s  to  the  Commis s ion  in  UNS  Ga s  DS M

9

10

11

12

13

1 5

marke ting appea r a s  "Arizona  Corpora tion Commiss ion", ra the r than "ACC."

IT IS  FURTHER ORDERED tha t UNS  Ga s  DS M e ne rgy e fficie ncy progra m s ta nda rds

exceed federa l minimum energy e fficiency s tandards . In cases  where  the  federa l minimum energy

14 efficiency s tandards  a re  increased during the  life  of a  UNS Gas  DSM program, program s tandards

s ha ll be  incre a s e d to e xce e d the  curre ntly a pplica ble  fe de ra l s ta nda rds . In ins ta nce s  whe re

exceeding current fede ra l s tanda rds  would rende r a  program or measure  le ss  than cos t-e ffective ,16

17 the  program or measure  shall be  terminated.

Low-Income Wea the riza tion18

19 IT IS  FURTHER ORDERED tha t DS M funding s ha ll be  utilize d whe ne ve r pos s ible  for

21

22

23

24

25

26

27

20 we a the riza tion a ctivitie s  tha t conse rve  e ne rgy. In ca s e s  whe re  a lte rna te  funding s ource s  a re

ava ilable , those  funds  sha ll be  utilized for any non-wea the riza tion activitie s  be fore  DSM funding is

ta ppe d. In no e ve nt a re  he a lth a nd sa fe ty cos ts  to e xce e d 25 pe rce nt of the  UNS  Ga s  progra m

budge t. LIW P rogra m DS M funding us e d for a ny he a lth a nd s a fe ty me a s ure  mus t be  tra cke d

against this  25 percent cap.

IT IS  FURTHER ORDERED tha t, with re spect to repa ir or replacement of non-functioning

e quipme nt, DS M progra m funds  be  us e d only to cove r the  incre me nta l cos t of ins ta lling high

e fficie ncy, ra the r tha n s ta nda rd, e quipme nt. The  only e xce ption to this  would be  e quipme nt

insta lled or repaired as part of a  health and safety measure .28
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1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

IT IS  FURTHER ORDERED tha t UNS Gas  compare  utility bills  of houses  be fore  and a fte r

we a the riza tion , to  ve rify a nd  me a s ure  the  e ffe c tive ne s s  o f the  LIW progra m in  re ducing

consumers ' ene rgy bills .

IT IS  FURTHER ORDERED tha t UNS  Ga s  work to improve  the  cos t-e ffe ctive ne s s  of the

LIW progra m, if poss ible .

IT IS  FURTHER ORDERED tha t CFLs  be  e xclude d a s  a  me a sure  for home s  we a the rize s

a s  pa rt o f the  UNS  Ga s  LIW progra m. This  a ls o include s  home s  e nte re d by pa rticipa ting

community action agencies  as  part of the  LIW program's  Emergency Home Repa ir component.

Efficient Home  Hea ting

IT IS  FURTHER ORDERED tha t UNS Ga s  utilize  bill inse rts  a s  pa rt of its  ma rke ting.

IT IS  FURTHER ORDERED tha t the  $25 ince ntive  to contra ctors  be  re vie we d by UNS

Ga s  bia nnua lly, a long with the  othe r progra m ince ntive s , to de te rmine  whe the r the  ince ntive  is

necessa ry to mainta in program participa tion.

IT IS  FURTHER ORDERED tha t a s  pa rt of monitoring and eva lua ting the  e ffectiveness  of

the  Efficie nt Home  He a ting P rogra m, UNS  Ga s  compa re  utility bills  of Re s ide ntia l cus tome rs

before  and a fte r ins ta lla tion of high-e fficiency gas  furnaces .

17 Energy Smart Homes

IT IS  FURTHER ORDERED tha t the  numbe r of house s  comple te d unde r the  progra m be

19 carefully tracked and reported in the  Company semi-annua l DSM reports .

20 Comme rcia l a nd Indus tria l Fa cilitie s  Ga s  Ecie ne y

18

21

22

23

24

IT IS  FURTHER ORDERED tha t ince ntive s  be  ca ppe d a t $8,000 pe r cus tome r, pe r ye a r,

with the  e xce ption of s chool dis tricts . (In this  conte xt "cus tome r" me a ns  a n individua l or e ntity

paying gas  bills  for one  or more  loca tions  or accounts .)

IT IS  FURTHER ORDERED tha t s chool dis trict ince ntive s  be  ca ppe d a t $25,000 pe r

25

26

27

28

dis trict, pe r yea r.

IT IS  FURTHER ORDERED tha t UNS Ga s  a pply to the  Commiss ion in ca se s  whe re  UNS

Ga s  fe e ls  tha t it would promote  progra m obje ctive s  to e xce e d the  pe r-cus tome r or pe r-s chool

dis trict caps .
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CHAIRMAN COMMISSIONER

COMMISSIONERCOMMISSIONERCOMMIS S IONER

IN W ITNE S S  W HE R E O F ,  I DE AN s .  MILLE R ,  In te n t
Exe cutive  Dire ctor of the  Arizona  Corpora tion Commis s ion,
ha ve  he re unto, s e t m y ha nd a nd ca us e d the  offic ia l s e a l of
this  Com m is s ion to be  a ffixe d a t the  Ca p itol, in the  City of
P hoe nix, this da y of , 2008.

DEAN s. MILLER
Intent Executive Director

DIS S ENT:

DIS S ENT:

EGG:IMK:lhm\]MA
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1 IT IS  FURTHER ORDERED tha t the  frye r and oven measure s  not be  included in the  UNS

2 Gas  DSM program, unle ss  and until more  cos t-e ffective  equipment becomes  ava ilable . UNS Gas

3 s ha ll look into including othe r, more  cos t-e ffe ctive  comme rcia l kitche n e quipme nt in the  C&I

4 program.

5 IT IS  FURTHER ORDERED tha t this  De cis ion sha ll be come  e ffe ctive  imme dia te ly.

6

7

8

9

10

I l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

BY THE ORDER OF THE ARIZONA CORPORATION COMMISSION
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